Available online at httn://www.iiasrd.org/in 



International Journal of Advanced Scientific 
Research & Development 

Vol. 04, Iss. 04, Ver. 1.0, Apr’ 2017, pp. 20 - 27 


e-ISSN: 2395-6089 
p-ISSN: 2394-8906 


PERFORMANCE OF REGIONAL RURAL BANKS IN INDIA: 
EVIDENTIAL SUPPORT FROM TELANGANA STATE 

M. Shankar 1 and Dr. K. Srinivasa Rao 2 

1 Research Scholar, Department of Commerce, Regd No: PP.COM.0202, Rayalaseema University, 

Kurnool, Andhra Pradesh - 518 007. 
2 Reader in Commerce, Department of Commerce, Rayalaseema University, Kurnool, Andhra 

Pradesh - 518 007. 


ARTICLE INFO ABSTRACT 


Article History: 

Received: 08 Apr 2017; 
Received in revised form: 

12 Apr 2017; 

Accepted: 13 Apr 2017; 
Published online: 13 Apr 2017. 


Key words: 

Perceptions, 

Performance, 

Banking performance, 
Regional Rural Banks, 
RRB, 

Telangana State 


Regional Rural Banks (RRBs) in India were established to 
promote economic development in rural areas. Many RRBs 
were established in various states to enhance the economic 
wellbeing of the rural population. In this research paper, an 
attempt is made to present the analysis of the performance of 
Regional Rural Banks (RRBs) in Telangana State. This 
assumes significance since Telangana was the newest state 
formed in India on 2nd June, 2014. The paper presents a 
summary of various studies conducted on the performance of 
RRBs at the national level and also at various state levels. 
Very few studies were earlier reported in the context of 
Telangana state which provides an opportunity to investigate 
the performance of RRBs in Telangana state. The findings of 
this research highlight the performance of Telangana 
Grameena Bank. The findings of this research will help 
future researchers working on the performance of RRBs in 
India. 
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INTRODUCTION 

Regional Rural Banks were established under the provisions of an Ordinance 
promulgated on the 26th September 1975 and the RRB Act, 1975 with an objective to 
ensure sufficient institutional credit for agriculture and other rural sectors. The RRBs 
mobilize financial resources from rural/semi-urban areas and grant loans and advances 
mostly to small and marginal farmers, agricultural laborers and rural artisans. For the 
purpose of classification of bank branches, the Reserve bank of India defines rural area as a 
place with a population of less than 10,000. RRBs are jointly owned by Government of 
India, the concerned State Government and Sponsor Banks; the issued capital of a RRB is 
shared by the owners in the proportion of 50%, 15% and 35% respectively. 
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The first five RRBs were set up in five States in Haryana, West Bengal, Rajasthan, 
with one each two in Uttar Pradesh, which were sponsored by different commercial banks. 
These banks covered 11 districts of these five states. The first five Regional Rural Banks are 
as follows; 

• Prathama Bank and Gorakhpur Kshetriya Gramin Bank in Uttar Pradesh 

• Haryana Krishi Gramin Bank in Haryana, 

• Gour Gramin Bank in West Bengal, 

• Jaipur-Nagpur Anchalik Gramin Bank, Rajasthan. 

In the wake of introduction of financial sector reforms in 1991-92, the commercial 
viability of RRBs emerged as the most crucial factor in deciding about their desired role due 
to their limited business flexibility with hardly any scope of expansion/di versification, 
smaller size of loans with higher exposure to risk-prone advances and professional efficiency 
in financial deployment. To strengthen RRBs and improve their performance many 
initiatives have been taken by the Government of India and the Reserve Bank of India 
(RBI). The focus of this research paper is on the performance of regional rural banks in 
Telangana state. 

Telangana Grameena Bank (TGB) was established on 24 th March, 2006 in the name 
of Deccan Grameen Bank. The Bank was established by amalgamating four RRBs 
Sponsored by State Bank of Hyderabad, viz. 1) Sri Saraswathi Grameena Bank, Adilabad; 
2) Sri Satavahana Grameena Bank, Karimnagar; 3) Sri Rama Grameena Bank, Nizamabad; 
and 4) Golconda Grameena Bank, Ranga Reddy (Hyderabad); with an aggregate network of 
363 branches. The Area of operation of the Bank covers the districts of Adilabad, 
Karimnagar, Nizamabad, Hyderabad and Ranga Reddy districts of Telangana. The 
Authorised share capital of the Bank is Rs.5 crores. The paid-up capital is Rs.4 crores which 
is contributed by Government of India, Sponsor Bank, i.e., State Bank of Hyderabad & 
Government of Telangana in the ratio of 50: 35: 15 respectively. 

After the introduction, the next section presents an account of the review of 
literature in the area of performance of regional rural banks. This is followed by sections on 
research methodology and discussion. The final sections present the conclusions and future 
research directions. 

1.1 Review of Literature 

The literature available in the working and performance of RRBs in India is a little 
limited. The literature obtained by investigators in the form of reports of various 
committees, commissions and working groups established by the Union Government, 
NABARD and Reserve Bank of India, the research studies, articles of researchers, bank 
officials, economists and the comments of economic analysts and news is briefly reviewed in 
this part. 

Reddy A. Amarender (March 2006) examines the total factor productivity of RRBs. 
In this Banks located in economically developed as well as low banking density regions 
exhibited significantly higher productivity growth. 

R.C. Dangwal and Reetu Kapoor (2010) conducted a study on financial performance 
of commercial banks. In this study they compared financial performance of 19 commercial 
banks with respect to eight parameters and they classified the banks as excellent, good, fair 
and poor categories. 
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Pati A.P. (June 2010) explains that in India an array of financial institutions is 
operating in the area of rural financing. Among those institutions Regional Rural Banks 
(RRBs) are prominent. The idea was to provide efficient service to the rural sectors so that 
the rural economy could provide the necessary input to the overall economy. 

Patel and Shete (1980) of the National Institute of Banking Management made a 
valuable analysis of performance and prospects of RRBs. They also gave a comparative 
picture of performance in deposits, branch expansion and credit deployment of the co¬ 
operative banks, commercial banks and RRBs in a specified area. This was an eye opener 
for many researchers engaged in this field of rural credit. 

Kalkundrickars (1990) in his study on “Performance and Growth of regional Rural 
Banks in Karnataka” found that these banks had benefited the beneficiaries in raising their 
income, productivity, employment and use of modern practices and rehabilitate rural 
artisans. 

Kumar Raj (1993) carried out a study on the topic “Growth and Performance of RRBs 
in Haryana”. On the basis of the study of RRBs of Haryana, it is found that there was an 
enormous increase in deposits and outstanding advances. The researcher felt the need to 
increase the share capital and to ensure efficient us of distribution channels of finance to 
beneficiaries. 

A. K. Jai Prakash (1996) conducted a study with the objective of analyzing the role of 
RRBs in Economic Development and revealed that RRBs have been playing a vital role in 
the field of rural development. Moreover, RRBs were more efficient in disbursal of loans to 
the rural borrowers as compared to the commercial banks. Support from the state 
Governments, local participation, and proper supervision of loans and opening urban 
branches were some steps recommended to make RRBs further efficient. 

L.K Naidu (1998) conducted a study on RRBs taking a sample of 48 beneficiaries of 
rural artisans in Cuddapah district of Andhra Pradesh state under Rayalaseema Gramina 
Bank. In this study, it was concluded that the beneficiaries were able to find an increase in 
their income because of the finance provided by the bank. 

According to Ramachandran and Swaminathan (2002), policies of current phase of 
financial liberalization have had an immediate, direct and dramatic effect on rural credit. 
There has been a contraction in rural banking in general and in priority sector ending and 
preferential lending to the poor in particular. 

Chavan (2005) examined the growth and regional distribution of rural banking over 
the period 1975-2002. Chavan’s paper documents the gains made by historical 
underprivileged region of east, northeast and central part of India during the period of 
social and development banking. These gains were reversed in the 1990s: cutbacks in rural 
branches in rural credit deposits ratios were the steepest in the eastern and northeastern 
states of India. Policies of financial liberalization have unmistakably worsened regional 
inequalities in rural banking in India. 

Ram and Subudhi (2014) in their article used primary and secondary data to study 
whether there has been any significant improvement in the functioning of the RRBs in 
Odisha. Ibrahim (2010) found out whether the amalgamation of the RRBs has helped to 
improve their performance, it concludes with a relief that performance of the RRBs has 
improved after the merger. 
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Chakrabarti (2009) tried to evaluate performance of the RRBs profit-wise and 
region-wise. Soni and Kapre (n.d.) in their paper tried to evaluate the performance of the 
RRBs based on the key indicator. Ahmed (2013) analyzed the performance of the RRBs in 
India with respect to credit channelization, deposit mobilization, credit deposit ratio, and 
deployment of credit to various occupations. 

Ibrahim (2013) made an effort to analyze and evaluate the performance of RRBs in 
pre- and post-amalgamation period. Jindal, Sharma and Shamim (2014) tried to analyze the 
probable factors that influence the performance of the RRBs. Parashuramulu and Naik 
(2013) analyzed the performance of the RRBs based on the key performance factors from 
2009-2010 to 2011-2012 based on secondary data. 

Hossain (1984) conducted a study on grameena bank in Bangladesh, which was 
started in 1976 as a pilot experiment and development project for the landless in an area 
near Chittagong University. The research study focuses attention on the socio-economic 
conditions of borrowers, use of loan and recovery performance. The findings indicate that 
the grameena bank has made positive contributions to the alleviation of poverty in the area 
of its operation. 

The study by Abdul Noorbasha and Dakshina Murthy (1983) found that regional 
rural banks had shown a tendency to grow and cater to the needs of weaker sections. The 
study also found that regional rural banks identify themselves as the perfect matching 
credit agents of the rural sector, compared to the than that of the commercial banks. But 
this study is based on secondary data only. 

Lakshmi Narayana (1984) in a study on regional rural banks in West Bengal found 
that the recovery work of overdue loans together with the normal work of processing new 
credit roposals and enlisting new borrowers hardly allowed the bank officials any time for 
guiding them in adopting improved farming techniques and making better use of credit. 

Singh and Upadhya (1984) conducted a study on the loan recovery aspect of regional 
rural bank in Bihar. Crop failure, expenditure on marriage and other social functions in the 
family were considered important factors of non-payment of loans. Inadequate follow up 
measures and lack of serious attitude of borrowers towards repayment were also explained 
as reasons. 

Prasad (1985) in a study about Sri Visakha Grameena Bank in Andhra Pradesh 
revealed that regional rural banks were catering to the needs of rural society, creating 
banking consciousness, but also serving as corner stone to the building of rural 
development. 

A study by Nagi Reddy and Rathna Kumar (1986) found that low yield, low market 
price for the produce, repayment of other debts and other domestic expenditure as the main 
reasons for non-repayment of loan. While, better yield, desire to get future loans, persuasion 
by bank officials, etc. are the main reasons for prompt repayment. 

Balishter (1986) undertook a study to evaluate the performance of the Jamuna 
Gramin Bank. On the basis of the working results of the bank, it was concluded that, in the 
event of future expansion of rural banking, greater importance should be given to the 
extension and strengthening of the network of regional rural banks along with the 
expansion of branches of commercial banks. 

Ramakrishanan (1988) in his study revealed that the support from the state 
governments were not forthcoming to the extent it was envisaged and expected by the 
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working group on the regional rural banks. The study also suggested entrusting the control 
of the regional rural banks to their sponsor banks. 

In an article, SahanaGhosh (2000) found that the primary objective of taking 
banking services to un-banked areas had been fulfilled by the regional rural banks. The 
study made it clear that, since the objective of the regional rural banks had been the 
extension of credit to the rural poor and not based on the profit motive. It is not justifiable 
to argue that the concept of the regional rural banks should be done away with, only 
because they are proved to be unprofitable. 

Rao (1988) in an article examines the inherent problems of regional rural banks. 
Since there are different agencies like reserve bank of India, National Bank for Agriculture 
and Rural Development (NABARD), sponsor banks, Government of India, etc, to control the 
regional rural banks, several decisions are delayed for want of clearance by one after the 
other agencies concerned. So, the study suggests amalgamating all the existing regional 
rural banks to form a single national rural bank under the single agency. 

RESEARCH METHODOLOGY 

Majority of the earlier studies have concentrated on other states in India. Very few 
studies have examined the performance of regional rural banks in unified Andhra Pradesh. 
Additionally, the erstwhile Andhra Pradesh state was divided into Telangana and Andhra 
Pradesh effective from 2 nd June, 2014. In this context, it becomes imperative to analyse the 
performance of Telangana Grameena Bank to bridge this gap in earlier studies. 

2.1 Objectives of the Study and Hypotheses 

The main objectives of the study are: 

• To assess the perceptions regarding the credit facilities provided by Telangana 
Grameena Bank 

• To examine the perceptions regarding the rate of interest charged by Telangana 
Grameena Bank 

• To understand the perceptions regarding the attitude of employees of Telangana 
Grameena Bank towards the loanees 

2.2 Sample Size 

Borrowers of bank credit facilities and bank employees were considered as 
respondents for the research. A total sample size of 450 borrowers from Telangana 
Grameena Bank was included for the research from Adillabad, Karimnagar and Nizamabad 
districts in Telangana state. The opinions collected from the respondents are presented in 
the systematic manner with the help of different tables based on the analysis using SPSS 
20.0 version. Descriptive statistics have been employed to present the analysis. 

ANALYSIS AND DISCUSSION 

It can be observed from Table 1 that majority of the respondents who would like to 
avail loans perceive that the procedures for obtaining loans are easy to follow while nearly 
30 per cent of the respondents perceive the procedures to be difficult to understand. 
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Table 1: Perceptions Regarding Procedure for Obtaining Loans 


Opinions on the procedure 
for obtain loan 

Number of Borrowers 

Percentage of Borrowers 

Easy to follow 

318 

70.70 

Difficult to follow 

81 

17.90 

No opinion 

51 

11.40 

Total 

450 

100.00 


It can be noted from Table 2 that majority of the respondents perceive that the rate 
of interest for bank loans is reasonable while nearly 40 per cent are of the opinion that the 
rate of interest is unreasonable. 


Table 2: Perceptions Regarding Rate of Interest 


Opinion on the interest 
rates 

Number of Borrowers 

Percentage of Borrowers 

Reasonable 

286 

63.60 

Unreasonable 

81 

17.90 

No opinion 

83 

18.50 

Total 

450 

100.00 


It can be noted from Table 3 that majority of the respondents perceive the bank 
employees to be cordial and co-operative during the process of loan application and 
disbursement of loans. Nearly 15 per cent of the respondents perceive the bank employees 
to be uncooperative during the process of loan application and disbursement. 


Table 3: Perceptions Regarding Attitude of Bank Employees towards Loanees 


Opinion of the bank loanees 

Number of Borrowers 

Percentage of Borrowers 

Cordial and co-operative 

358 

79.60 

Indifferent and Unhelpful 

32 

7.20 

Humiliating and Arrogant 

29 

6.40 

Could not say any opinion 

31 

6.80 

Total 

450 

100.00 


CONCLUSIONS 

It has been observed that the regional rural banks have progressed much in 
quantitative terms, i.e. in respect of branch expansion and credit disbursement and 
moderate progression in respect of deposit mobilization. But in qualitative forms, the 
performance of the banks can be considered relatively poor, particularly in respect of 
identifying genuine beneficiaries of the group of weaker sections of the population. As a 
result, in spite of their quantitative progress, they have not proved to be a reliable and 
satisfactory institutional agency to re-orient, revitalize and upgrade the living conditions of 
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the weaker sections. This has given rise to huge amount of over dues, which has emerged as 
a major threat to economic viability of this rural financial institution. 

The reasons are many-fold and multi-cornered being economic, social, political and 
administrative nature. Therefore, the suggestion for reforming the working and 
performance of regional rural banks are mainly associated with the qualitative reforms in 
economic, social, political, administrative aspects and environments, which if followed in 
their true perspective may go a long way in solving the problems and making the Regional 
Rural Banks economically viable, socially acceptable and administratively efficient in 
meeting their prime objective is rural development. 

Rural development not only requires agricultural development but also includes 
rural crafts, animal husbandry along with small and micro enterprises. In-depth study has 
revealed that TGB has contributed substantially for the development of village and cottage 
industries in the area of the study. This has resulted in the generation of rural employment 
and has further contributed to poverty elevation in the rural areas. 
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